§307.6

(2) Explain how the proposed Project
meets the criteria set forth in §307.2.

(b) For a technical assistance Project
of significant Regional or national
scope under this subpart, EDA may
waive the requirement set forth in
§301.2(b) of this chapter that the non-
profit organization act in cooperation
with officials of a political subdivision
of a State.

§307.6 Economic Adjustment Assist-
ance post-approval requirements.

In addition to the post-approval re-
quirements set forth in §302.18 of this
chapter:

(a) Strategy Grants shall comply
with the applicable provisions of part
303 of this chapter;

(b) Implementation Grants involving
construction shall comply with the
provisions of subpart B of part 305 of
this chapter;

(¢) Implementation Grants not in-
volving construction shall comply with
the applicable provisions of subpart A
of part 306 of this chapter; and

(d) RLF Grants shall comply with the
requirements set forth in this part and
in the following publications:

(1) EDA’s RLF Standard Terms and
Conditions and

(2) The Compliance Supplement to
OMB Circular A-133 (the ‘*Compliance
Supplement’”). The Compliance Supple-
ment is available via the Internet at
http://www.omb.gov.

Subpart B—Special Requirements
for Revolving Loan Funds and
Use of Grant Funds

§307.7 Revolving Loan Funds estab-
lished for business lending.

Economic Adjustment Assistance
Grants to capitalize or recapitalize
RLFs most commonly fund business
lending, but may also fund public infra-
structure or other authorized lending
activities. The requirements in this
subpart B apply to RLFs established
for business lending activities. Special
award conditions may contain appro-
priate modifications of these require-
ments to accommodate non-business
RLF awards.
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§307.8 Definitions.

In addition to the defined terms set
forth in §300.3 of this chapter, the fol-
lowing terms used in this part shall
have the following meanings:

Closed Loan means any loan for which
all required documentation has been,
received, reviewed and executed by an
RLF Recipient.

Exempt Security means a Security
that is not subject to certain SEC or
Federal Reserve Board rules.

Guaranteed Loan means a loan made
and serviced by a third party lending
institution under a loan guaranty
agreement providing that an RLF Re-
cipient will purchase the guaranteed
portion of the loan in the event of bor-
rower default.

Prudent Lending Practices means gen-
erally accepted underwriting and lend-
ing practices for public loan programs,
based on sound judgment to protect
federal and lender interests. Prudent
Lending Practices include loan proc-
essing, documentation, loan approval,
collections, servicing, administrative
procedures, collateral protection and
recovery actions. Prudent Lending
Practices provide for compliance with
local laws and filing requirements to
perfect and maintain a security inter-
est in RLF collateral.

Recapitalization Grants are Invest-
ments of additional Grant funds to in-
crease the capital base of an RLF.

Revolving Phase means that stage of
the RLF’s business lending activities
that commences immediately after all
Grant funds have been disbursed to the
RLF Recipient.

RLF Capital means, at any point in
time, the aggregate amount of cash
held by the RLF Recipient from any of
the following sources: Grant funds;
Local Share; repayments of principal
from RLF loans; and RLF Income. The
initial RLF capital base is normally
comprised of EDA funds and the cash
Local Share.

RLF Income means interest earned on
outstanding loan principal and RLF ac-
counts holding RLF funds (excluding
interest earned on excess funds pursu-
ant to §307.17(c)(2)), all fees and
charges received by the RLF, and other
income generated from RLF oper-
ations. An RLF Recipient may use
RLF Income only to capitalize the RLF
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for financing activities and to cover el-
igible and reasonable costs necessary
to administer the RLF, unless other-
wise provided for in the Grant agree-
ment or approved in writing by EDA.
RLF Income excludes repayments of
principal and any interest remitted to
the U.S. Treasury pursuant to
§307.17(c)(2)(i)-

RLF Third Party for purposes of this
subpart B only, means an Eligible Re-
cipient or for-profit entity selected by
EDA through a request for proposals or
Cooperative Agreement to facilitate
and/or manage the intended liquidation
of an RLF.

Sale means an EDA-approved sale by
an RLF Recipient of its RLF loan port-
folio (or a portion thereof) to a third
party. A third party may participate in
a subsequent Securitization offered in
a secondary market transaction and
collateralized by the underlying RLF
loan portfolio (or a portion thereof).

SEC or the Commission means the U.S.
Securities and Exchange Commission.

Securitization refers to the financing
technique of securing an investment of
new capital with a stream of income
generated by aggregating similar in-
struments such as loans or mortgages
into a new transferable Security.

Security means any investment in-
strument issued by a corporation, gov-
ernment or other organization which
offers evidence of debt or equity.

§307.9 Revolving Loan Fund Plan.

All RLF Recipients shall manage
RLFs in accordance with an RLF plan
(the “RLF Plan” or “Plan’) as de-
scribed in this section. The Plan shall
be submitted to and approved by EDA
and passed by resolution of the RLF
Recipient’s governing board prior to
initial disbursement of EDA funds.

(a) Format and content. (1) Part | of
the Plan titled ‘“Revolving Loan Fund
Strategy’’ shall summarize the CEDS
and business development objectives
and shall describe the RLF’s financing
strategy, policy and portfolio stand-
ards.

(2) Part Il of the Plan titled ‘““Oper-
ational Procedures” shall serve as the
internal operating manual for the RLF
Recipient. The administrative proce-
dures for operating the RLF must be

§307.10

consistent with Prudent Lending Prac-
tices.

(b) Evaluation of RLF Plans. EDA will
use the following criteria in evaluating
Plans:

(1) The Plan must be consistent with
the CEDS or EDA-approved strategy
for the Region;

(2) The Plan must identify the stra-
tegic purpose of the RLF and must de-
scribe the selection of the financing
strategy and lending criteria, includ-
ing:

(i) An analysis of the local capital
market and the financing needs of the
targeted businesses; and

(ii) Financing policies and portfolio
standards that are consistent with
EDA policies and requirements; and

(3) The Plan must demonstrate an
adequate understanding of commercial
loan portfolio management procedures,
including loan processing, under-
writing, closing, disbursements, collec-
tions, monitoring, and foreclosures. It
shall also provide sufficient adminis-
trative procedures to prevent conflicts
of interest and to ensure account-
ability, safeguarding of assets and com-
pliance with federal and local laws.

(c) Modification of RLF Plans. An RLF
Recipient must request and obtain
EDA approval prior to any modifica-
tion of the Plan.

§307.10 Pre-loan requirements.

(a) RLF Recipients must adopt proce-
dures to review the impacts of prospec-
tive loan proposals on the physical en-
vironment. The Plan must provide for
compliance with applicable environ-
mental laws and other regulations, in-
cluding but not limited to parts 302 and
314 of this chapter. The RLF Recipient
must also adopt procedures to comply,
and ensure that potential borrowers
comply, with applicable environmental
laws and regulations.

(b) RLF Recipients must ensure that
prospective borrowers, consultants, or
contractors are aware of and comply
with the federal statutory and regu-
latory requirements that apply to ac-
tivities carried out with RLF loans.
RLF loan agreements shall include ap-
plicable federal requirements to ensure
compliance and RLF Recipients must
adopt procedures to diligently correct
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